
STATE OF NEW YORK
STATE TAX COMMISSION

In the Matter of the Pet i t ion

o f

FRANK L. LUCKE ANd MARION K. LUCKE

For a Redeterminat ion of a Def ic iency or
a Revislon of a Determinat ion or a Refund
of Personal Income
Taxes under  Ar t ic le  @) 22
Tax Law for the Year(s)>63x$df4ffitt{S)

1965 and L966

State of New York
counry of Albany

Mars ina Donnin i

she is an employee of

age, and that on the

, beLng duly sworn, depoees and says that

Department of Taxatton and Flnance, over 18 years of

by (cert i f led) mai l  upon Frank L. Lucke

AFFIDAVIT OF MAILING

of the

the

22

by

a s

day of July , L9 77, she served the withln

Not ice of  Decis ion
and Marion K. Lucke

(l:e$xe.ea:xtcluo<u$ the petltioner in the withln proceeding,

encloslng a true copy thereof in a securely sealed postpaid rrrapper addressed

fol- lows: Mr. & MrS. Frank Lucke
B0 OLd Highway
Wil ton, Connect icut

and by deposit ing same enclosed in a postpaid properly addressed wrapper ln a

(post of f ice or off ic lal  depository) under the excLuslve care and custody of

the United States PostaL Service within the State of New York.

That deponent further says that the said addreasee is the *&gexgffia:lt$lr

:€tf'xffidt petitioner herein and that the address set forth on saLd lrrapper ls the

last knorsn address of the (repexatffiOGXil6>$fxUhtry petitloner.

Sworn

22

to before me thls

day of  ' I l1Y

tA-3 (2176)

Lg77



STATE OF NEW YORK
STATE TAX COMI'{ISSION

In the Matter of the Pet i t ion

o f

FRANK L. LUCKE ANd MARION K. LUCKE

For a Redeterminat ion of a Def ic iency or
a Revlslon of a Determinat ion or a Refund

AFFIDAVIT OF MAILING

of Personal Income
Taxes under  Ar t ic le(s)  22 of the
Tax Law for the Year(s)><m<ftxfodft*

1 9 6 5  a n d  1 9 6 6

State of New York
County of Albany

Marsina oonnini  ,  being duly swornn deposes and says that

she is an employee of the Department of Taxatlon and Flnance, over 18 years of

age, and that on the 22 day of JulY ,  L977,  she served the  w l th in

Not ice of  Decis ion by (cert l f led) mai l  upon 'Jacques M. Levy, EsQ.

(representative of) the petltloner in the nithin proceedlng,

enclosLng a true copy thereof ln a securety sealed postpald nrapper addressed

foLlows: Jaceues M. f,ery, Esq.
55 West  42 Street
New York, New York 10036

and by deposlt lng same enclosed in a postpaid properly addressed wrapper ln a

(post of f ice or off ic ial  depository) under the excLusive care and custody of

the United States Postal .  Serviee within the State of New York.

That deponent further says that the sald addressee is the (representatl-ve

of the) pet i t ioner herein and that the address set forth on said r frapper is the

last knovrn addrese of the (representat ive of the) pet l t loner.

Sworn to before me thls

22  day  o f  Ju ly  ,  L977.

by

a s

rA-3 (2/76)



srATE OF NFW YORK
STATE TAX COMMISSION
TAX APPEALS BUREAU

ALBANY, NEW YORK 12227

J A M E S  H .  T U L L Y  J R . ,  P R E S I D E N T

M I L T O N  K O E R N E R

T H O M A S  H ,  L Y N C H

.nrly 22, L977

tltr. * HrN. tr?ank Lucf,rc
80 old Hlghsy
ilLltonr Gonncetlcut

Dclr ldr. f Urar lrugkcr

Please take notice of the DmtSfOtr
of the State Tax Commission enclosed herewith.

You have now exhausted your r ight of  review at the administrat ive
level.  Pursuant to sect ion(s) 690 of the Tax Law, any
proceeding in court to review an adverse decision by the State Tax
Commission can only be inst i tuted under Art ic le 78 of the Civi l
Pract ice Laws and Rules, and must be commenced in the Suprerne
Court of the State of New York, Albany County, within 4 nonthf
from the date of this notice.

Inquiries concerning the computation of tax due or refund allowed in
accordance with this decision may be addressed to the Deputy
Commissioner and Counsel to the New York State Department of
Taxat ion and Finance, Albany, New York L2227. Said inquir ies wi l l  be
referred to the proper authority for reply.

. Coburn
lng ltrx

EprrLng Offlorr

cc: Petitionerts Representative

Taxing Bureau's Representat ive

Since
,

//
,F/v,

TA-r .72  (6 /77)



STATE OF NEW YORK

STATE TAX COMMISSION

In the Matter of the Pet i t ion

o f

FRANK L. LUCKE and IY{ARION K. LUCKE

for  Redeterminat ion  o f  a  Def ic iency  or
fo r  Refund o f  Persona l  Income Taxes
under  Ar t i c le  22  o f  the  Tax  Law fo r  the
Y e a r s  1 9 6 5  a n d  L 9 6 6 .

DECISION

Frank L.  Lucke and Mar ion K.  Lucke,  h is  wi fe ,  B0 OId.

Highway,  Wi l ton,  Connect icut ,  f i led a pet i t ion for  redeter-

minat ion of  a  def ic iencv or  for  re fund.  o f  personal  income

taxes under Art icle 22 of the Tax Law for the years 1965 and

1966 .  (F i t e  No .  0 -00OI2O9)

A fo rmal  hear inq  was t re ld  a t  the  o f f i ces  o f  the  Sta te

Tax Commission, T\,vo World Trade Center,  New York, New York,

be fore  So lomon S ies ,  Hear ing  Of f i cer ,  on  September  L4 ,  1 -976

a t  9 :  1 5  a . m .

The pe t i t ioners  appeared by  Jacques M.  Levy ,  Esq.  The

Income Tax  Bureau appeared by  Peter  Cro t ty ,  Esq.  (James A.

S c o t t ,  E s q .  o f  c o u n s e l )  -
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ISSUE

Whether al l  of  the income of the Hambros Delaware Cor-

pora t ion ,  a  l im i ted  par tner  o f  La id law & Co. ,  rece ived f rom

sa id  par tnersh ip  shou ld  be  a l loca ted  to  New York  S ta te .

FINDINGS OF FACT

1.  La id law & Co.  was a  New York  par tnersh ip  engaged

the  brokerage bus iness .  I t  dea l t  in  secur i t ies  under  the

supervision of the New York Stock Exchange, with branches

do ing  bus iness  ou ts ide  the  Sta te  o f  New york .  I t  der ived

por t ion  o f  i t s  b rokerage income f rom sources  ou ts ide  the

Sta te  o f  New York .

l_n

2.  La id law & Co.  was a lso  a  f i rm o f  p r iva te  bankers  do incr

business under the supervision of the Banking Department of the

State of New York. The f i rm was founded in LB42 under the name

of  Lees  and Wal le r ,  and i t s  members  were  engaged as  commiss ion

agents  and bankers .  The name was la te r  changed to  La id law &

Co '  fn  the  IB70 's ,  the  f i rm jo ined the  New York  S tock  Exchange.

The bank ing  bus iness  o f  the  par tnersh ip  was conducted  so le ly  a t

i t s  p r inc ipa l  o f f i ce  in  the  C i ty  o f  New york ,  and a l1  o f  i t s

income from the banking business was derived solely from sources

within the State of New York.
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3 .  La id law & Co. 's  bank ing  depar tment  was requ i red

under the New York State Bankinq Law to maintain and keep

separa te  books  and records  w i th  respec t  there to ,  and d id

main ta in  such books  and records  separa te  and apar t  f rom i ts

books  and records  per ta in ing  to  i t s  b rokerage bus iness .

4 .  I n  1960 ,  La id law  &  Co .  dec ided  to  bo l s te r  i t s  bank ing

department by associating with the Hambros Bank of England,

which of fered to  invest  f ive mi l l ion dol lars  of  cash capi ta l

in  La id law.  As a resul t ,  the Hambros Delaware Corporat ion was

incorporated under  the laws of  Delaware,  and became a l imi ted

par tner  of  La id law & Co. ,  ent i t led to  share in  the income f rom

the banking department only. Hambros did not share in any

par t  o f  the income f rom the secur i t ies bus iness,  which was

derived in part from New York sources and in part from sources

outs ide New York State.

5.  On February  20 ,  L969,  the  Income Tax  Bureau no t i f ied

La id law & Co.  tha t  the  nonres ident  a l loca t ion  percentaqe fo r

the  f i sca l  year  end ing  March  31 ,  1965 was 44 .L5%,  and tha t  the

nonres ident  a l loca t ion  percentage fo r  the  f i sca l  year  end ing

March  31 ,  1966 was 43 .O3%.  The a forement ioned percentag ies

were determined by dividing the New York net income (after

mod i f i ca t ions)  by  the  Federa l  ne t  income (a f te r  mod i f i ca t ions)
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In arriving at the percentage formula, the Income Tax Bureau

al located the Hambros share of  banking income(65%)to sources

outside New York and onlv 35% of said income to New York.

6. The partnership agreement, in accordance with the

rules of the New York Stock Exctrange, further provided that

the Hambros Delaware Corporation was prohibited from any par-

t ic ipat ion in  the prof i ts  f rom the brokerage business.  The

Hambros Delaware Corporation, pursuant to the Art icles of Co-

par tnership,  was to  receive 65% of  the prof i ts  o f  the banking

department only, and the general partners of Laidlaw & Co.

were to  receive 35% of  the prof i ts .

7 .  In  ar r iv ing at  the percentage a l locable to  New York,

the nonres ident  genera l  par tners a l located a l l  o f  the Hambros

share of bankinq income to New York.

B.  on JuIy  28,  L969,  the rncome Tax Bureau issued state-

ments of  audi t  changes to  the nonres ident  genera l  par tners of

Laid law & Co. ,  inc lud ing the above named pet i t ioners,  ad just ing

thei r  income in  accordance wi th  F indino of  Fact  ' r5 ' t  supra.

Accord ingly ,  the Bureau issued a Not ice of  Def ic iency therefor .

CONCLUSTONS OF IAW

A. That al1 of the income of the Hambros Delaware Cor-

porat ion was al locable to New York in accordance with the
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prov is ions of  sect ion 637 (a)  o f  the Iax Iaw and of  the Income

Tax  Regu la t i ons  (20  NYCRR f34 .1 ) .

B.  That  the nonres ident  a l locat ion percentage used in

computing the New York partnership of the petit ioners, ds

reported. on their income tax return, was correct, and the per-

centage as determined by the Income Tax Bureau was erroneous.

C. That the petit ion of Frank L. Lucke and Marion K-

Lucke is granted and the Statement of Audit Ctranges and the

Not ice of  Def ic iencv be and the same are hereby cancel led '

DATED: Albany, New York
Ju Iy  22 ,  L977

\

-t\^J
COMMISSIONER

COMMISSION

COMMISSIONER



pt
STATE OF NEW YORK

STATE TAX COMMISSION
TAX APPEALS BUREAU

ALBANY, NEW YORK 12227

J A M E S  H .  T U L L Y . J R . ,  P R E S I D E N T

M I L T O N  K O E R N E R

T H O M A S  H .  L Y N C H

i lu ly  22,  L977

Mr. & Mrs. Frank Lucke
80 Old Highway
Wil ton, Connect icut

Dear  Mr .  &  Mrs ,  Luekez

Please take not ice of the DECISION
of the State Tax Commission enclosed herewith.

You have now exhausted your r ight of  review at the administrat ive
level.  Pursuant to sect ion(s) 690 of the Tax Law, any

proceeding in court to review an adverse decision by the State Tax

commission can only be inst i tuted under Art ic le 78 of the civ i l

Pract ice Laws and Rules, and must be commenced in the Supreme
Court of  the State of New York, Albany County, within 4 months
from the date of this notice.

Inquiries concerning the computation of tax due or refund allowed in

aciordance with this decision may be addressed to the Deputy
Commissioner and Counsel to the New York State Department of
Taxat ion and Finance, Albany, New York L2227. Said inquir ies wi l l  be
referred to the proper authority for reply.

Supervising Tax
Hearing Off icer

Petitioner's Representative

Taxing Bureau's Representative

TA-L . r2  (6 /77)
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STATB OT NEW YORK

srArE rAr( cc$o{IssloN

trn the Mattgr of the Petltlon

of

ERJBNK !. IT'CKB and I{ARION K. I{'CK8

for RsdetermLnatl,on of a DefLcl€ncy or
for Ref,und of Pononal fncqte llaxes
under Artlcle 22 of, tlre Tax lrw for the
Iearr 1955 and 1966.

DECISTON

Frank &. Irucke End l{arj.on K. Lucker hl.r wLfa, 80 Old

Hlghway, Wlltonr Oonneetlcutr ftled a petLtLon for tredeter-

ml,natLon of a defl,cLency or for rEfund of perronal Lncomo

taxea under Artlcle 22 of, tlre Tax Irw for tlre yoara 1965 and

1966. (Fl Ia No. 0-0001209)

A fomal hear!.ng yat hsld at the of,flqer of the Etatc

lax Goumt gglon, ll\po World Trado Centerr trerr york, [os york,

before Solouron 81ea, HearLng Off,lcer, on Septernber 14, 1976

a t  9 l15  a .n .

![he petltlonera aptrrcared by ilacqurs M. Iorry, Erq. llho

fncome Tax Bureau appoared by Peter Crotty, Eeq. (,famer A.

Scott, Eaq. of, eoungel).
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ISSTTE

Whether all of the Lncome of the Hasibror Dslrware Oor-

poratton' a Llnlted partner of latdlarr & Co., reeetv€d frqr

said partnershlp ahould be al,located to New York State.

r:rNplNcs qr' ,rAqr

L. Lraidlaw & Co. ttaa a l{ew York partnership engaged ln

the brokerags buelneae. trt dealt Ln securl,tLeg under tlre

FupervLsion of, the New York $tock Exchange, wlth brsnchef

doing bueLness outsLde the Stat6 of New York. It derived a

portLon of lts brokarage l.ncome f,rom sourcor outaj.dE the

State of New York.

2, IaLdlaw & co. waa alao a f,lrur of prlvate bankera dolng

busLness under the eupenrl,tion of the Bankl.ng Departxnent of the

Stata of New York. 'llhe fllm was foundEd tn 1842 under the name

of &eea and Wal1er, and lts members wer6 engaged ae cowal"rrlon

agentc and bank€rsr llhe name wac later changed to lratdltr &

Co. In the 1870rsr tlre ftrrn Jolned the Net* York Stock Exchangc.

The banklng buslness of the partnerahtp wac conducted eolely at

Ite prlncLpal office ln the City of, Nerr York, and all of, ltg

lncome frsn the banklng busLneas war derLved eolely froqn tourcct

rtthln the Stats of Ner^r York.
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3. IaLdlaw & Qo.rs banking d€partnent wat roqulrad

und6r the Nerv York State Banklng Iarir to EalntaLn and keep

sopartte booke and r€cordr wlttr reapect therato, and dLd

nalntal,n such booka and records s€pariate and tplrt f,rm Ltr

bookr and recorda pertaLnl,ng to Lta brokerago buslnallr

In 1950, I&ldlaw & co. declded to boloter ltr banklng

department by arroeiating wtth tJre Hauibror Bank of England,

tdttLch of,f,ered to !.nvcst flve nlIllon dollare of, cagh capltal

.Ln laldlaw. Ae a rcrulte the Hanbror Dslawrre Oorporatl,on wer

lncorporated under the lews of Delaware, and becrrne a ltnl,trd

partner of latdlaw & Co. r entltled to rhare ln the lncone from

the banklng department only. Ilauibros dl.d not rharo ln any

part of, tho lncome frocr ttre gecurltLer btreLneea, wtrlch wer

derl,ved in part frm t{qp York rourees and in part f,rsn tourcct

outsl,de Nac York 8tate.

5. On Februury 20, 1959, the Xncms :ftx Buroau notlfled

Illdlaw & Oo. that the nonresLdent allocatlon psrcGntage for

tlre flrcaL year endlng llarch 31r 1965 vat 44.15S, and that tlrc

nonrerldsnt allocatlon perccntage f,or the fLecal year endtnE

t{arch 31, 1966 wa: 43.03t6. lfhe uforementloncd percontegcr

qt6ro detemlned by dlvl,dlng the Nere York nct lnqqns (aftar

msdlf,icationr) by tlre Federal net incqre (after rnodlf,leatlonl).

4 .
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In arrLvfng at the percontage fornuLa, tbe Inem€ Tax Bureau

allocat€d the Bandbroe ahare of bankl.ng inecte (65?6) to rotrrcss

outaidE Nerr York and only 35?6 of Eald I'ncme to New York.

5. lfhe partnershlp agreenent, ln accordance wlth the

rulea of tJre Nqnr York Stoclr E:rchange, f,urther provided ttrat

tha Hanibros Delaware @rporatlon wat prohib!.tea fron ao$ ptf-

tlci.patlon Ln the proflte frglrr the brokorago bueLnola, llhe

Eanbros Delnware Corporst,lon, pureuant to tlra Artlclqr of Go-

partnarehLpr wa6 to recel,ve 65% pf the profl$ of tlre banklng

departrnent only, and the general partnera of Lal'dhw & Cor

wer6 to recel,ve 35* of the prof,lta.

7. fn arri.vlng at the porcentage alloeable to Haw York,

the nonrecr.dent general partnera allocated all of the Bambroa

share of banklng lncomg to N€tr York.

8. On .Tuly 28r 1,969' the Incqre Tax Burcau lgaucd ttttc-

ments of audLt changea to the nonreeLdont gen€ral partnera of

IaLdlaw & Co., LneludLng the above namod petltl.onert' adJurtlng

theLr Lncmrs Ln aecordanca witlr SLndtng of Fact '5" suPrl.

Aceordi.ngly, ttre Bureau iseued a Notise of Deflctency therefor.

@{cursroNs 0F rAW

A. lfhat alt of thc Lncome of the Hanbros llelaware Cotr-

poration wag allocable to Nsv York Ln accordanco wj.th the
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provlalons of sectl,on 637 (a) of, ttre Tax lgw and of the Incomo

Tax Regulatlons (20 N:fcRR 134.1).

B. That the nonretident allocatlon p@rcantage ured ln

eonrputLng the N6r York partn€rshlp of the petltLoners, aE

reported on thelr i.ncome tax return, was cortrsct, and the pGr-

contage ae detarmLned by the Income Tax Buraau waa erronaoug.

C, Strat the petltJ.on of Frank Xr. Xarcke and !{arion K.

IHcke le granted and tlre Stateurent of Audit Changee and t&e

I{totJ,ce of l}efi.elency be and the sa&e are hereby caneeLled.

DATED: Albany, tilew Yqrk
J u I y  2 2 ,  L 9 7 7

c@{Mr$8ro8{ER

CCIIMISSIONER


